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- >- Ainnth savellite, which will cover
Nortb Ama‘ica, to be launched soon /
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Entering the next stage of growlh

i' under a new management team
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o all ]SAT 5 sbarebqlders, customers, partners and employees

First of all, I wish to express my sincere gratitude to gzlljSA T ff‘s/mré/mlder; and customers, as well as the
many other people whom 1 have had the pleasure of meeting and working with over the last seven years.‘ In
June 2003, 1 stepped down as CEO of, JSAT. The new President & CEQ, Mr. Kiyoshi Isozaki, brings a
wealth of axpertence in technical and sales areas———gazrzed during his time with the NTT Group—and
out:tandmg personal qualities to the position. He certam{y meets t/;e high expectations I held for my successor,
allowing me to pass the baton with absoliite confidence. ' _

When I became President‘}even yeé& ago, JSAT was still a relatively small wgioﬁal satellite operator,
lyavmg ]u.ct placed an order to procure its third satellite. One of the Company s most significant early
achievements wis its swccess in :ecurmg an agreement with the former japan Sky Broadcasting Co., Led. -
(/SkyB). T hat service later evalved into SKY PerfecTV, w/ncb bas acred as an important springboard for
JSAT ever since. Three years later, I declared JSATs intention to develop its relationship with the NTT
Group—from being its biggest customer to being its beit pamzér. Since that time, we have expanded our
_relatioﬁsbip 10 encompass NTT's major operating companies. The implementation of these and other strategies’
- led to steady revenue growth and paved the way to-JSAT listing on the Tokyo Stock Exchange in August
2000. This marked a turning pomt in the Compau_y s history, empbasmng the level of autonomy JSAT had
achieved. As indicated b_y the corporate slogan, “JSAT, Expanding Hon.zom, " JSAT is now aiming to become
a global service provider, while raising its technical capabilities and developing new business fields.

JSAT has consistently achieved increases in both revenues and income. This is the proud result of the
combined efforts of all the Company’s management and staff. » »

The operating environment faced by JSAT, together with all participants in the global satellite industry,
is uncertain. In my opinion; it will continue to be characterized by fierce competition and ongoing
consolidations and rgaligﬁrneuts. However, in an era of digital telecommunications and broadcasting, the role
played by satellites is becoming ever more vital. JSAT is well positioned to play a leading role. As the future
envisaged during nry tenure as CEQ steadily begins to take shape, 1 believe JSAT will continue to grow and

become an even bigger and better company. I hope you will all continue to support its efforts.

July 2003

Takuya Yoshida

Senior Executive Advisor to President




Kiyoshi Isozaki
President-& CEQ




from the Company’s eslabhshment to its llstmg on: the
Tokyo Stock Exchange in 2000 could be called the first

opment. R

JSAT is transforming |tself from bemg a convenuonal

transponder supplier to bemg a value—added apphmuon
service provider,” including the provision of lntégrated satel- |-
lite-based solutions for digital content distribution. To reach i - -

- —this goal, we will implement the following é;tﬁgegigs,i’f B







s an integral part of JSAT’s drive to continually
enhance its corporate value within a globally competi-
tive environment, management has made the strength-
ening of corporate governance structures one of its
highest priority tasks. In line with this objective, the
Company is developing and implementing a range of
policies on an ongoing basis.

During fiscal 2000, JSAT introduced an executive
officer system and established 2 Compensation Com-
mittee. During fiscal 2002, the Company set up a
Management Committee and established 2 Nomina-
tions Committee. These measures were part of a
comprehensive overhaul of management systems at
JSAT, designed with the twin aims of: clearly delineat-
ing the authority and responsibilities of executive
management vis-a-vis the supervisory functions of the
Board of Directors; and improving both the decision-
making process and the operation of the business.

In addition to these measures, JSAT plans to
continue with further enhancements to its system of
corporate governance. Following recent revisions to
the Commercial Code of Japan, one important
change JSAT is currently considering is the adoption
of a “committee system” to replace its current

system of “corporate auditors.”




o enhance JSATs aystem of .

governances lmplemented ﬁaﬁng; "

nt of the Management Commitree in July- -

he number of corporate auditors from three 0 , o
olution passed at JSAT’s 18th Ordinary ‘
veting of Sharcholders held on June 26, 20(52;;

¢ four corporate auditors wete outside corporate

f the standard term of appoinument of cijrgcié:;rs‘,{f :

ears to one year by a resoludon pa.SSed atJ§ ATs '

ary General Meeting of Shareholders heldon -+
02. Accompanying this, the standard term of :

e for executive officers became one year. . 1

nt of the Nominations Committee in june
ay 2003, this committee recommended to the

irectors candidates for the posidon of director. .

n of 2 business results-based compensation sys-
ing the issuance of stock options. To fu:chcr e
rporate value by drawing togecher the interests
fent and shareholders, after deliberacion by the

ion Committee, JSAT introduced a business k v
d compensation systém for dlrectors and C-)ge_;:L-l-‘v 2
, beginning in fiscal 2002. 'fhe Board of o
so decided 1o submit a draft resolution to the -
ary General Meeting of Shareholders, held in '

regarding the inwoduction of a stock option ™
directors, execudve officers and certain orhcfr :

d senior-level employees of the Company.



vernmental agencies and over-

avellite broadcascing secvices, which -

iser bnitioix——j—vi‘a; sateﬂité-fof progi%m

TV? and SKY PerfecTV? 2 digical

s trombroadcasters © $ub-

llite Siaétaférs u:nd to-specialize in
lécdm@drdcafiuns: serﬁcesl An

business structure is that




Broadcasling service

Content

Uplink contract
Content

. .y
; / Subscription fees wy f)“/{ Subscription feas

[

@ Subscriptien contract

» Bmadcasting servico usage fess inckide banspender usage fees and uplink fees.

» Broadcasters refers to hoth licensed broadaasters, as defined by the
Telecommunications Business Law, and broadcasters, as defined by the Law
Concemning Broadeast on Telecommunicaticns Services

rices during the first quarter

0, 2002, and the SKY Perfec

565 JCSAT- 110, was subsequently




:dhand market is rapidly
petition is boctming mory
nnd to exploit theunigue

hunlopy o comg

b
EILOAS, Drod

ices. The S.KfPertecT\}'.’ ‘DTH élarforvr’nrh;i‘(ir over 3.4 million
ubsc ‘of Jurie 2003 spread throughour Japan who are

: ul-mncom_ly receive npp.roximaterly- 300 video and

adoprion of its'services by such large-scale customers

¢onvenience store chains and restauran chains, -

&Usage fers for teiscommunications circitits

Terrestrial networks

Setellite netwarks

Nutsosr of 1seaiving poiE
G

For satellites, the cost does not increase in proportion with the increase in
network size, but may be set a7 a ficed loval




: T]ﬁq YSCC carries out 24-bour monitoring of
“ the satellite fleet. Should this center become
nimoperitional, coutrol of the flect antomati-
cally switches to the Gunma Satellite Control
Station, JSAT's backup farility. To keep pace
with the expansion of our satellite fleet and
the diverstfication of our services, we have

. complesed the firse phase of construction of

" newfacilities at the YSCC.
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{:onsolidated £alance £heets

JSAT Corporation and Subsidiaries
March 31, 2002 and 2003

Thousands of

LLS. Dollars
Thousunds of Yen {Nore 1)
ASSETS 2002 233 EALE R

Current assets:

Cash and cash equivalents ¥ 865863 ¥
Time deposits ' 4,500
Short-term investments (Note 2) 9,414,782
Accounts receivable (Note 3):
Trade 1,873,601
Loans 1,100,000
Other 1,287,831
Inventories 89,828
Prepaid expenses 2,283,357
Deferred income taxes {(Note 12) 409,096
Orher current assets 79,141
Total current assets 17,407,999 35804, 300
Investments:
Investments in affiliated companies {Note 3) 454,929
Other investments (Notes 2, 3 and 5) 21,627,515
Total investments 22,082,444

Property and equipment (Notes 3; 4, 14 and 15):

Land 2,415,491
Telecommunications satellites 164,301,077
Telecommunications equipment » 19,809,696
Buildings and structures 3,763,216
Equipment and furnirure 742,920
Construction in progress 24,447,166
Tortal 215,479,566
Accumulated depreciation (94,179,807)
Net property and equipment 121,299,759
Deferred income taxes (Note 12) 143,749
Qther assets 2,498,114
Toral ) ¥163,432,065 ¥

See notes to consolidaced Hinancial starements.
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Thousands of

U.S. Dollars
Thousands of Yen (Note 1)
LIABILITIES AND SHAREHOLDERS' EQUITY 2002 ERG3 2683

Current liabilities:

Short-term borrowings (Note 5) ¥ 3,350,000 ¥ 3
Current portion of long-term debt (Notes 3, 5 and 14) 12,287,196
Trade accounts payable 730,868
Accrued liabilides:
Interest 456,579 a6
Taxes on income (Note 12) 1,776,340 I3 835
Other 993,454 7 8%
Advances from customers 759,723 LIS
Other current liabilities 617,962 Rty
Total currenct liabilides 20,972,122 HRS
Leng-term liabilities:
Long-term debt (Notes 3, 5 and 14) 39,168,789 :
Convertible bonds (Notes 5 and 14) - 28,000,008
Liability for severance payments {Note 6) 772,639 1,054,487
Deferred income raxes (Note 12) 3,064,770
Other liabilides (Note 3) 1,973,011 15,988
Toral long-term liabilities 44,979,209 465,841
Commitments and contingent liabilities (Note 15)
Minority Interests 574,003 REXAEcY 3,14
Shareholders’ equity (Note 7):
Common stock: 53,769,570 A%, 7G%.578
authorized, 450,000 shares
1ssued, 2002 and 2003—383,154.5 shares
Addidonal paid-in capiral 35,008,772 35,088,564
Retained earnings:
Appropriated for legal reserve 236,892 -
Unappropriated 1,646,932 6,163,379 G2.214

Accumulated other comprehensive income:

Unrealized gains and losses on securides (Note 2) 6,061,544
Foreign currency translation adjustments 183,610
Minimum pension liabiliey adjusement -
Tortal accumulated other comprehensive income 6,245,154
96,907,320
Less treasury stock, at cost (2002—0.5 shares, 2003—4,749.5 shares) (589)
Toral shareholders’ equity 96,906,731
Toral ¥163,432,065 i
25




{sonsolidated &tatements of income

JSAT Corparation and Subsidiaries
Years Ended March 31, 2001, 2002 and 2003

Thousands of
U.S. Dollars
Thousands of Yen {Note 1)
2001 2002 T3 2H43
Revenues (Notes 3, 9 and 14) ¥38,160,433 ¥40,782,817 ¥435,131, 140 FIR2,385%
Operating expenses:
Cost of services (Note 3) 6,500,438 7,849,701 14,206,361
Sales and marketing (Note 10) 2,150,195 - 2,022,850 ‘
Depreciation and amortization (Note 4) 15,420,094 16,475,662
General and administrative expenses 2,500,717 2,896,662
Loss on property and equipment 418,374 212,943
Total operating expenses 26,989,818 29,457,818
Operating income 11,170,615 11,324,999
Other income (expenses):
Interest expenses (1,787,512) (1,387,680)
Equiry in earnings (losses) ofafﬂlivared companies (Note 3) (889,071) (243,696)
Other—net (Notes 2, 3and 11) 1,201,460 300,691
Other expenses—net (1,475,123) (1,330,685)
Income before income taxes and minority interests 9,695,492 9,994,314
Income taxes (Note 12):
Current 4,638,857 4,263,015
Deferred (68,474) 98,931
Toral 4,570,383 4,361,946
Income before minority interests 5,125,109 5,632,368
Minority interests in income of subsidiaries - (23,537)
Net income ¥ 5,125,109 ¥ 5,608,831 ¥ &A82,

Yen U.S. Dollars
2001 2002 PR 203%
Per share of common stock (Notes 8 and 13):
Earnings per share—basic ¥13,936.64 ¥14,638.58

Earnings per share—diluted 13,935.31 14,638.58

Ser notes to consolidaced financial statements.
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JSAT Corporation and Subsidiaries
Years Ended March 31, 2001, 2002 and 2003

{onsolidated Statements of {omprehensive income

Thousands of
U.S. Dollars
Thousands of Yen {Note 1)
2001 2002 2603 2GH3
Net income ¥ 5,125,109 ¥5,608,831 ¥, 182,337 352,393
Other comprehensive income {loss), net of tax (Note 7):
Unrealized gains and losses on securides:
Unrealized holding gains and losses arising during the period 6,334,756 (1,496,510) (R A79.083) LA5,88%)
Less reclassification adjustment for gains and losses .
included in net income (488,765) 18,442
Ner unrealized gains and losses on securities 5,845,991 (1,478,068)
Foreign currency rranslation adjustments - 183,610
Minimum pension liability adjustment - -
Total other comprehensive income (loss) 5,845,991 (1,294,458)
Comprehensive income ¥10,971,100 ¥4,314,373

See notes o consolidated financial statemencs.
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JSAT Corporation and Subsidiaries
Years Ended March 31, 2001, 2002 and 2003

Statements of Shareholders’ Equity

Thousands of
U.S. Dollars

Thousands of Yen (Note 1)
2001 2002 EOH3 IS
Common stock (Note 7):
Balance, beginning of year ¥43,250,820 ¥53,769,570  ¥I3,7H9.57G BE3R674
Issuance of common stock 10,518,750 - -
Balance, end of year ¥53,769,570 ¥53,769,570 §55769.57¢ RSN O
Additional paid-in capital (Note 7):
Balance, beginning of year ¥15,660,708 ¥35,044,079 FIG6,68%
Issuance of common stock 19,345,431 -
Warrants issued relared to stock options (Notes 5 and 8) 37,940 (35,307) {2}
Balance, end of year ¥35,044,079 ¥35,008,772 SR G6H
Retained earnings (Note 7):
Appropriated for legal reserve
Balance, beginning of year - — ¥ Z3LR83 $ 2,067
Transfer from (to) unappropriated retained earnings - ¥ 236,892 {336,802 {3,087
Balance, end of year - ¥ 236,892 ¥ %

Unappropriated

Balance, beginning of year ¥(5,593,306) ¥ (468,197) 13,9

Net income 5,125,109 5,608,831 %2,

Cash dividends paid (2002—¥8,500 per share, 2003—¥6,000) - (3,256,810) {18,

Transfer from (to) retained earnings appropriated for legal reserve - (236,892)

Balance, end of year ¥ (468,197) ¥ 1,646,932 ¥ 3
Accumulated other comprehensive income (Note 7):

Balance, beginning of year ¥ 1,693,621 ¥ 7,539,612 ¥

Orther comprehensive income (loss) for the year, net of tax 5,845,991 (1,294,458)

Balance, end of year ¥ 7,539,612 ¥ 6,245,154 ¥

See notes o consolidaced Fnancial statements.
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JSAT Corporation and Subsidiaries
Years Ended March 31, 2001, 2002 and 2003

{-onsclidated Statements of Cash Flows

Thousands of
U.S. Dollars
Thousands of Yen (Note 1)
2001 2002 2603 2383
Operating activities:
Ner income ¥ 5,125,109 ¥ 5,608,831 183,332 <
Adjustments to reconcile ner income to net cash provided
by operating activities:
éeprcciarjon and amortization 15,420,094 16,475,662
Provision for doubtful receivables 57,173 338,601
Accrual for severance payments, less payments 116,267 179,337
Foreign currency transaction (gain) loss (133,684) (352,G80)
Equity in (earnings) losses of affiliared companies 889,071 243,696
Loss on property and equipment 418,374 212,943
(Gain) loss on sales or write-downs of other invesrments
and other assets—net (841,218) 330,114
Deferred income taxes (68,474) 98,931
Changes in assets and liabilities:
Increase in trade accounts receivable (496,800) (153,020)
Increase in prepaid expenses (204,500) (372,854)
Increase (decrease) in rrade accounts payable (928,925) (151,313)
Increase (decrease) in accrued liabilities—inrerest and other 590,486 (105,539) i
Increase (decrease) in accrued liabilities—rtaxes on income 2,177,480 (2,049,239) 5037
Increase (decrease) in advances from customers (69,949) (55,331) 15,183
Other—net 677,938 (317,8G3)
Net cash provided by operating activities 22,728,442 19,930,276
Investing activities:
Acquisition of dme deposits (799,400) (9,000)
Co?lcction of time deposits 294,900 640,950
Payments for property and equipment (15,621,690} (12,369,092)
Proceeds from sales of property and equipment - 16,380
Payments for investments in affiliared companies (1,329,000)

Proceeds from liquidation of affiliated companies
Payments for purchases of short-term investments
and orther investmencs
Proceeds from sales of short-term investrents
and other investments
Acquisition of other assets
Proceeds from sales of other assets
(Increase) decrease in shorr-term loans receivable—net
Acquisition of long-term loans receivable
Payments for business acquisicions, net of cash acquired

(46,381,084)

42,403,939
(169,458)

(5,000,000)

(1,738)

(23,620,075)
16,062,671

3,900,000
(703,974)

Ner cash used in investing accivities

(26,601,793)

(16,140,286)

Financing activities:
Proceeds from short-term borrowings
Repayments of shorct-term borrowings
Proceeds from long-term borrowings
Repayments of long-term borrowings
Proceeds from issuance of convertible bonds

2,000,000
(2,.000,000)

(20,168,340)

10,000,000

(8,600,000)

13,500,000
(20,950,822)

Proceeds from issuance of bonds with derachable warrants 169.578 -
Repayments of redemption and buyback of bonds (171,000) -
Proceeds from issuance of common stock 29,820,140 -
Proceeds from jssuance of commercial paper - 10,000,000
Repayments of commercial paper - (10,000,000)
Payments to acquire treasury stock - -
Payments for cash dividends - (3,.238,098)
Orher (71,255) (301,562)
Net cash provided by (used in) financing acrivicies 9,579,121 (9,590,482)
Efffect of exchange rate changes on cash and cash equivalents 12,690 208,736
Net increase (decrease) in cash and cash equivalents 5,718,460 (5,591,756)
Cash and cash equivalents at beginning of year 739,159 6,457.619
Cash and cash equivalents at end of year ¥ 6,457,619 ¥ 865.863 3
Supplemental information:
Cash paid during the year for:
Inrerest, nec o?;amomxrs capitalized ¥ 1,370,364 ¥ 1,627.257 RS
Income taxes 2,381,301 6,292,552

See notes o consolidared financial statenients.
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JSAT Corporation and Subsidiaries

Notes to {onsolidated Financial §

Statements

1 BASIS }§ CONSOLIDATED FIRANCIAL
ACCDUNTING POLICHES

1. NATURE OF OPERATIONS

JSAT Corporation (the “Company™) and its subsidiaries
(together, the “Companies”) are primarily engaged in the
satellite telecommunications and broadcasting business through
8 satellites providing state-of-the-art satellite-based services
mainly in fapan.

The Companies’ principal lines of business are
telecommunications business services, satellite broadcasting
services and telecommunications carrier services.

Telecommunications business services include the provision
of domestic and international full-time and occasional satellite
transponder capacity to vasious customers, primarily
corporations, for their internal telecommunications networks.

Satellite broadcasting services consist of multi-channel
digital broadcasting services through SKY Perfect
Communications Inc. ("SKY Perfect™). These services also
include the provision of operational support services to SKY
Perfect.

Telecommunications carrier services include the provision
of transponder capacity to NTT and related entidies as part of,
ot as alternative routing for, their teleccommunications
nerworks,

The Companies, in providing their various services, are
subject to the Telecommunications Business Law, the Radio
Law, the Broadcast Law and other related laws and regulations
of Japan.

Telecommunications satellites are subject o significant
risks, including launch failure, destruction and damage which
may result in total or partial loss, or prevent commercial
operation, of a satellite. The Companies have insurance
coverage that generally reimburses the Companies forall ora
substantial portion of the carrying value of the net assets that
may be affected by such events. Additionally, the Companies
operate one satellite for back-up purposes, so that the
Companies can supply the services continuously in the case of
launch and in-orbit failure.

The preparation of consolidated financial statements in
conformity with accounting principles generally accepted in the
United States of America (“U.S. GAAP") requires management
to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent
assets and liabilities at the date of these statements and the
reported amounts of revenues and expenses during the
reporting period. Actual resules could difter from those

estimates.

30
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MARY OF SIGNIFIC

iI. BASIS OF CONSGLIDATED FINANCIAL
STATEMENTS

The accompanying consolidated financial statements are stated

in Japanese yen, the currency of the country in which the

Company is incorporated and operates. The translation of

Japanese yen amounts into United States dollar amounts with

respect ta the year ended March 31, 2003 is included solely for
the convenience of readers outside Japan and has been made at
the rate of ¥118=U.5.§1, the approximate exchange rate on
March 31, 2003, Such translation should not be construed

as a representation that the Japanese yen amounts could be
converted into United States dollars at the above or any

other rate.

The Companies and cheir affiliated companies maintain
their records and prepare their statutory financial statements
principally in accordance with the Commercial Code of Japan
{the “Code”) by applying accounting principles generally
accepted in Japan (“Japanese GAAP"). The Company, as a
regulated entity, also follows the Telecommunications Business
Law and other related accounting regulations for preparing
such financial statements.

The accompanying consolidated financial statements
incorporate certain adjustments, which have not been entered in
the Companies’ general books of account and additional
disclosures, to conform with U.S. GAAP. Major adjustments
and disclosures include those relating to {1) accounting for leases,
(2) capitalization of interest costs, (3) accounting for compensated
absences, (4) employees’ benefit plans, (5) impairment of long-
lived assets, (6) commaon stock issue costs, (7) derivative financial
instruments and (8) stock-based compensation.

111. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Significant accounting policies applied in the preparation of

the accompanying consclidated financial statements are

summarized below.

(1) Consolidation and investments in affiliated companies
The consolidated financial statements include the accounts of
the Company and its majority-owned subsidiaries. Significant
inter-company transactions and balances have been eliminated
in consolidation. Investments in affiliated companies
(companies owned 20% to 50% and corporate joint ventures)
are accounted for under the equity method, after appropriate
adjustments for inter-company profits and dividends. The excess
cost of investments in subsidiaries and affiliated companies over




the equity in the net assets at the date of acquisition was
principally being amortzed over periods of 5 years. In accordance
with Statement of Financial Accounting Standards (“SFAS™)
No. 142, “Goodwill and Other Intangible Assets,” goodwill
acquired after June 30, 2001 is not amortized.

(2) Revenue recognition

The Companies enter into transponder utilization contracts
with customers to provide satellite transponder capacity and
consignment contracts to transmit customers’ broadcasting

programs.

Full-time dedicated telecommunications business services
and telecommunications carsier services are accounted for as
operating leases. Operating lease revenues are recognized on a
straighe-line basis over the lease term.

Revenues from satellite broadcasting services are recognized
based on the contract terms on a monchly billing cycle basis.

Occasional dedicated telecommunications business and other
services revenues are tecorded when the services are rendered to

customets.

(3) Foreign currency translation
All asset and liability accounts of a foreign subsidiary are
translated into Japanese yen at appropriate year-end exchange
rates and all income and expense accounts are translated at rates
that approximate those rates prevailing at the time of the
transactions. The resulting translation adjustments are
accumulated and reported as a component of accumulated
other comprehensive income.

Foreign currency receivables and payables are translated
into Japanese yen at year-end exchange rates and resulting
exchange gains or losses are recognized currently in income.

(4) Cash and cash equivalents

For purposes of the consolidated statements of cash flows, cash
equivalents are defined as highly liquid investments which include
short-term time deposits, generally with original maturities of
three months or less, that are readily convertible into cash and

have no significant risk of change in value.

(5) Inventories
Inventories, which mainly consist of preparatory parts of
telecommunications equipment, are stated at the lower of cost,

on the specific identification basis, or marker,

(6) Short-term investments and other invesiments
In accordance with SFAS No. 115, "Accounting for Certain
Investments in Debe and Equity Securidies,” unrealized gains

and losses on murketable equity securities and debrt securities

31

designated as available-for-sale, whose fair values are readily
determinable, are included as a component of accumulated
other comprehensive income in a separate component of
shareholders’ equity, net of applicable taxes and debt securities
designated as held-to-maturity are stated at amortized cost.

Short-term investments other than marketable equity
securities and debt securities are stated at cost plus credited
carnings which approximates fair value.

Other investments other than marketable equity securities
and debt securities are investments in non-traded and
unaffiliated companies, investments in partnerships and non-
current time deposits. Investments in non-traded and
unaffiliated companies are stated at cost. If an other-than-
temporary impairment of these investments is considered to
have occurred, the cost basis of the individual security is
written down to equity in net assets of the investee.
Investments in partnerships are stated at cost plus a share of
profit and loss which approximates fair value. Non-current
time deposits are stated at cost which approximates fair value.

The cost of securities sold is determined based on the

moving average-cost method.

(7) Allowance for doubtful receivables

An allowance for doubtful receivables is established in amounts
considered to be appropriate based on the Companies’ past
credit loss experience and an evaluation of potential losses in
the receivables outstanding. In addition, an impairment loss is
recognized if the present value of expected future cash flows
discounted at the loan's effective interest rate is less than the

recorded investment.

(8) Property and equipment and depreciation
Property and equipment are stated at cost. The capitalized cost
of telecommunications satellites includes all construction costs,
launch costs, launch insurance, direct development costs and
capitalized interest. Expenditures for maintenance, repairs and
renewals of relatively minor items are expensed as incurred.
Depreciation of property and equipment is provided by the
straight-line method over the estimated useful lives of the
related assets. Estimated useful lives for property and
equipment are as principally follows:
Telecommunications satellites 11 to 17 vears
2 to 12 years
3 to 47 years

Telecommunications equipment
Buildings and structures
Equipment and turniture 3 to 12 years
As the telecommunications industry is subject to rapid

technological changes, dhe Company may be required to revise




the estimated useful lives of their telecommunications satellites.
Accordingly, the estimated useful lives are periodically reviewed
using current telemetry, tracking and control data including
remaining propellant. If a significant change in the estimated
useful lives is identified, the Companies account for such
changes on a prospective basis.

The cost and accumulated depreciation for property and
equipment sold, retired, or otherwise disposed of are relieved
from the accounts, and any resulting gains or losses are
reflected in income.

(9) Long-lived assets

In accordance with SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets,” long-lived assets
to be held and used are reviewed, by using future cash flow
which is not discounted, for impairment whenever events or
changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. The measurement of an
impairment loss for long-lived assets and certain identifiable
intangibles to be disposed of is based on the fair value less cost
to sell.

{10) Employees’ benefit plans and directors’ severance
indemnities

The Companies have unfunded severance indemnity plans
covering substandially all of their employees other than directors
and executive officers. The costs of the unfunded plans are
accrued based on amounts determined using actuarial methods
in accordance with the provisions of SEFAS No. 87, “Employers’
Accounting for Pensions.”

The Companies also participate in a contributory multi-
emplover pension plan covering all of their employees. The costs
of the multi-employer plan are accrued based on the
contribution amounts.

The costs of the severance indemnity plans for directors
and executive officers are accrued based on the vested benefit
obligation, which is the amount required to be paid if all
directors and executive officers terminated their appointments

at each balance sheet date.

(11) Income taxes

Income taxes are accounted for in accordance with SFAS

No. 109, “Accounting for Income Taxes.” Under this statement,
the tax effect of temporary differences between the financial
statements and income tax basis of assets and liabilities is
recognized as deferred income taxes, using enacted tax rates
applicable to the periods in which the differences are expected
to aftect taxable income. The effect on deferred tax assets and

liabilities of a change in tax rates is recognized in income in the
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period that includes the enactment date. A valuation allowance
is provided for any portion of the deferred tax assets where it is
considered more likely than not that they will not be realized.

(12) Derivative financial instruments

On Aprit 1, 2001, the Companies adopted SFAS No. 133,
“Accounting for Derivative Instruments and Hedging
Activities,” as amended by SFAS No. 138, “Accounting for
Certain Derivative Instruments and Certain Hedging
Activities—an amendment of FASB Statement No. 133,”
which establishes accounting and reporting standards for
derivative instruments and for hedging activities. SFAS No.
133, as amended, requires that derivatives be reported as assets
or liabilities at fair value and that changes in the fair value be
accounted for depending on the intended use of the derivative

and the resulting designation.

(13) Net income per share

Basic earnings per share (“EPS") is computed by dividing net
income by the weighted-average number of common stock
outstanding for the period and diluted EPS reflects the
potential dilution that could occur if securities or other
contracts to issue common stock resulted in the issuance of
common stock.

(14) Stock-based compensation

The Companies measure compensation costs for stock-based
compensation plans using the intrinsic value method of
accounting as prescribed in Accounting Principles Board
Option (“APB”) No. 25, “Accounting for Stock Issued to
Employees,” and related interpretations. The Companies have
adopted those provisions of SFAS No. 123, “Accounting for
Stock-Based Compensation,” which require disclosures of the
pro forma effects on net income and EPS as if compensation
cost had been recognized based upon the estimated fair value at

the date of grant for options award.

IV. RECLASSIFICATION
Certain reclassifications have been made to the 2001 and 2002
financial statements to conform to the classifications used in

2003.

V. NEW ACCOUNTING STANDARD

Bustness combinations and goodwill and other intangible assets
In June 2001, the Financial Accounting Standards Beard {dhe
“FASE™ issued SFAS Na. 141, “Business Combinarions,” and
SFAS Ne. 142, “Gooedwill and Other Intangible Assers.” SFAS
No. 141 requires business combinadons initated afrer June 30,
2001 to be

“ounted for using the purchase method of




accounting,. It also specifies the types of acquired intangible
assets that are required to be recognized and reported separately
from goodwill. SFAS No. 142 requires that goodwill and
certain other intangibles no longer be amortized, but instead be
tested for impairment at least annually. The Companies
adopted SFAS No. 141 and SFAS No. 142 on April 1, 2002.
The adoption of these statements did not have a material effect
on the Companies’ consolidated financial position and results

of operations.

Asset retivement obligations

In June 2001, the FASB issued SFAS No. 143, “Accounting
for Asset Retirement Obligations.” SFAS No. 143 requires
entities to record the fair value of a liability for an asset
retirement obligation in the period in which it is incurred and
requires that the amount recorded as a liability be capitalized by
increasing the carrying amount of the related long-lived asset.
Subsequent to initial measurement, the liability is accreted to the
ultimate amount anticipated to be paid, and is also adjusted for
revisions to the timing or amount of estimated cash flows. The
capitalized cost is depreciated over the uscful life of the related
asset. Upon settlement of the liability, an entity either settles
the obligation for its recorded amount or incurs a gain or loss
on settlement. The Companies adopted SFAS No. 143 on
April 1, 2002. The adoption of this statement did not have a
material effect on the Companies’ consolidated financial

position and results of operations.

Impairment or disposal of long-lived assets

In August 2001, the FASB issued SFAS No. 144, “Accounting
for the Impairment or Disposal of Long-lived Assets.” SFAS
No. 144 supersedes SFAS No. 121. SFAS No. 144 retains the
fundamental provisions of SFAS No. 121 for (1) recognition
and measurement of the impairment of long-lived assets to be
held and used; and (2) measurement of the impairment of
long-lived assets to be disposed of by sale. The Companies
adopted SFAS No. 144 on April 1, 2002. The adoption of
SFAS No. 144 did not have a material effect on the Companies’

consolidated financial position and results of operations.

Rescission of FASB Statements No. 4, 44, and 64, Amendment
of FASB Statement No. 13, and Technical Corrections

In April 2002, the FASB issued SFAS No. 145, “Rescission of
FASB Statements No. 4, 44, and 64, Amendment of FASB
Statement No. 13, and Technical Corrections.” SFAS No. 145
amended SFAS No. 13, “Accounting for leases,” to eliminate an
inconsistency between the required accounting for sale-leaseback
transactions and the required accounting for certain lease

moditications that have economic effects that are similar to
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sale-leaseback transactions. SFAS No. 145 also amends other
existing authoritative pronouncements to make various
technical corrections, clarify meanings, or describe their
applicability under change conditions. The adoption of SFAS
No. 145 did not have a material effect on the Companies’
consolidated financial position and results of operations.

Costs asseciated with exit or disposal activities

In June 2002, the FASB issued SFAS No. 146, “Accounting
for Cost Associated with Exit or Disposal Activities.” SFAS

No. 146 addresses financial accounting and reporting for costs
associated with exit or disposal activities and nullifies Emerging
Issues Task Force Issue No. 94-3, “Liability Recognition for
Certain Employee Termination Benefits and Other Costs to
Exit an Activity (including Certain Costs Incurred in a
Restructuring).” SFAS No. 146 is effective for exit or disposal
activities initiated after December 31, 2002. The adoption of
SFAS No. 146 did not have a material effect on the Companies’

consolidated financial position and results of operations.

Acquisitions of certain financial institutions

In October 2002, the FASB issued SFAS No. 147,
“Acquisitions of Certain Financial Institudons.” SFAS No. 72,
“Accounting for Certain Acquisitions of Banking or Thrift
Institutions,” and FASB Interpretation ("FIN") No. 9,
“Applying APB Opinions No. 16 and 17 When a Savings and
Loan Association or a Similar Institution Is Acquired in a
Business Combination Accounted for by the Purchase
Method,” provided interpretive guidance on the application of
the purchase method to acquisitions of financial institutions.
Except for transactions between two or more mutual
enterprises, SFAS No. 147 removes acquisitions of financial
institutions from the scope of both SFAS No. 72 and FIN Ne. 9
and requires that those transactions be accounted for in
accordance with SFAS No. 141, “Business Combinations,” and
No. 142, “Goodwill and Other Intangible Assets.” The adoption
of SFAS No. 147 did not have a material effect on the
Companies’ consolidated financial position and results of

operations.

Stock-based compensation

In December 2002, che FASB issued SEFAS No. 148,
“Accounting for Stock-Based Compensation—Transition and
Disclosure.” This statement provides additional alternative
transition approaches under SFAS No. 123. SFAS No. 148 is
effective for fiscal vears ending after December 15, 2002. The
adoption of SFAS No. 148 did not have a material effect on
the Companies’ consolidated financial position and results of

operations,




Guarantor’s accounting and disclosure requirements for Consolidation of variable interest entities

guarantees In January 2003, the FASB issued FIN No. 46, “Consolidation
In November 2002, the FASB issued FIN No. 45, “Guarantor's of Variable Interest Entities.” FIN No. 46 addresses
Accounting and Disclosure Requirements for Guarantees, consolidation by business enterprises of variable interest entities
Including Inditect Guarantees of Indebtedness to Others.” The (*VIE") when certain characteristics are present. FIN No. 46
initial recognition and measurement under provisions of FIN applies immediately to VIEs created after January 31, 2003,
No. 45 are applicable on a prospective basis to guarantees and to VIEs in which an enterprise obtains an interest after that
issued or modified after December 31, 2002, and require that date. FIN No. 46 is required to be adopted for fiscal years

the Companies record a liability, if any, for the fair value of beginning after June 15, 2003. Management has not yet

such guarantees in the balance sheet. The adoption of FIN determined the impact, if any, the adoption of FIN No. 46 will
No. 45 did not have a material effect on the Companies’ have on the Companies’ consolidated financial position and
consolidated financial position and results of operations. results of operations.

2. 5HOBTTERM INVESTMENTS AND OTHER INVESTMINTS

In accordance with SFAS No. 115, the Companics’ marketable and the Companies’ debt securities were classified as available-

equity securities were classified as available-for-sale securities for-sale securities or held-to-maturity securities.

At March 31, 2002 and 2003, the aggregate cost, fair value and gross unrealized holding gains and losses on available-for-sale

securities and held-to-maturity securities are as follows:

Thousands of Yen

2002
Cost Unrealized gains Unrealized losses Fair value
Securities classified as:

Available-for-sale:

Equity securities ) ¥10,656,072 ¥10,563,226 ¥(100,572) ¥21,118,726

Debe securities 5,991,953 2,926 (11,191) 5,983,688
Held-to-maturity securities 92,577 - (1,074) 91,503

Thousands of Yen

»

Cost Unrealized gains Unrealized losses Fair value

Securities classified as:
Available-for-sale:
Equity securities

Debt securities

Thousands of U.S. Dollars

23

Cost Unrealized gains Unrealized losses Fair value

Securities classified as:
Available-for-sale:

5
LS

Equity securities

Debe securities 113
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The proceeds from sales of available-for-sale securities and gross realized gains and losses on these sales for the years ended March 31,

2001, 2002 and 2003 are as follows:

Thousands of
Thousands of Yen U.S. Dollars
2001 2002 T NG
Proceeds from sales ¥847,698 ¥186,539
Gross realized gains ¥842,698 ¥ 9,540 ¥
Gross realized losses - (41,337)
Net realized gains (losses) ¥842,698 ¥(31,797) ¥ $

Debe securities classified as available-for-sale at March 31, 2003 mature as follows:

Thousands of Yen

Cost Fair value

Contractual maturities:
Within 1 year
After 1 year through 5 years
After 5 years through 10 years
After 10 years

g v

o

Total

i om

Thousands of U.S. Dollars

Cost Fair value

Contractual maturities:
Within I year
After 1 year through 5 years
After 5 years through 10 years
After 10 years

Total

Investments other than marketable equity securities and
debr securities include (1) short-term investments in money
management funds and trust of note receivable, etc., of
¥2,504,1 47 thousand and ¥232,403 thousand ($1,970
thousand) at March 31, 2002 and 2003, respectively, which
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approximate fair value and (2) other cost basis investments,
non-traded equity securities, investments in partnerships and
non-current time deposits of ¥1,343,159 thousand and
¥1,341,528 thousand ($11,369 thousand) at March 31, 2002
and 2003, respectively.




ABITY TMEY AT TEA DNENS YRS A AT 4 £
AND RELATHD PARTY THANSAC]

NTTSC
The Company has a 35.94% ownership interest in NTT Satellite
Communications Inc. ("NTTSC") which was established on April
1, 1998 and is engaged in the provision of internet access services
and intranct services in Japan. The Company made an additional
equity investment in NTTSC of ¥804,000 thousand on September
29, 2000. Losses of the Company's equity investment by
proportional share of NTTSC's net losses were ¥804,000
thousand for the year ended March 31, 2001. Additionally, based
on agreements between shareholders of NTTSC, the Company has
recorded losses of ¥75,580 thousand and ¥181,378 thousand in
excess of its equity investment at March 31, 2001 and 2002,
respectively, which have been included in other liabilities. On
March 31, 2003, the Company has recorded earnings of ¥33,240
thousand ($282 thousand) under these agreements.

NTTSC uses the Company's satellites for internet access
services and intranet services via satellite. Revenues for these
services for the years ended March 31, 2001, 2002 and 2003

FOINS

were ¥1,400,443 thousand, ¥1,434,843 thousand and
¥1,295,009 thousand ($10,975 thousand), respectively.

Additionally, the Company has an agency service agreement for
the uplink operation with NTTSC. Cost of services under the
agreement for the years ended March 31, 2001, 2002 and 2003
were ¥215,869 thousand, ¥525,756 thousand and ¥481,613
thousand ($4,081 thousand), respecavely.

PPV]

The Company purchased 20% ownership of Pay Per View
Tapan, Inc. (“PPV]") from certain shareholders on September
29, 2000. PPV} is a provider of pay-per-view programming
and a licensed broadcaster over SKY PerfecTV! using the

Companies’ satellites. Revenues for satcllite broadeasting

services for the six-month period ended March 31, 2002 and
the year ended March 31, 2003 were ¥790,571 thousand and
¥934,012 thousand ($7,915 thousand), respectively.

Summarized combined financial information for primarily NTTSC and PPV] as of March 31, 2002 and 2003 and for the years ended

March 31, 2001, 2002 and 2003 is presented below:

Thousands of
Thousands of Yen U.S. Dollars
2002 20803%
Current assets ¥2,014,382 $582.035
Property and equipment—net of accumutated depreciation 889,735
Qther assets 694,870
Total assets ¥3,598,987
Current liabilities ¥4,376,644 FROUT LIG
Non-current liabilities 150,715
Sharcholders’ equity (928,372)
Total liabilities and shareholders’ equity ¥3,598,987
Thousands of
Thousands of Yen U.S. Dollars
2001 2002 FATIIRN] 2533
Revenues ¥10,054,251  ¥13,870,815 ¥ IiRAN SEGRIEH
Net income (loss) (1,523,972) (101,487) FEiER2 $
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The carrying amount of investments in affiliated companies
at March 31, 2003 includes ¥387,248 thousand ($3,282
thousand), representing the unamortized balance of the excess
cost of investments over the affiliated companies’ equity in the
net assets, at the date of acquisition. No dividends from
affiliated companies were received for the years ended March
31, 2001, 2002 and 2003.

SKY Perfect

The Company has a 7.01% equity investment in SKY Perfect,
which are available-for-sale equity securities, at March 31, 2003.
The Company purchased additional shares of SKY Perfect for
¥5,748,045 thousand from a certain sharcholder of the
Company on June 29, 2001. The carrying amount of this
investment, which has been included in other investments, was
¥19,754,280 thousand and ¥10,739,430 thousand ($91,012
thousand) at March 31, 2002 and 2003, respectively. This
investment was pledged as collateral for certain long-term debt
of the Company at March 31, 2002 and 2003 (See Note 5).

The Company provides SKY Perfect with satellite
broadcasting services. Revenues from chese services were
¥3,134,851 thousand, ¥3,985,678 thousand and ¥4,481,992
thousand ($37,983 thousand) for the years ended March 31,
2001, 2002 and 2003, respectively.

Additionally, the Company has entered into agreements for
agency services with SKY Perfect related to uplink operations.
Cost of services under these agreements was ¥2,073,951 thousand,
¥2,161,905 thousand and ¥3,017,262 thousand ($25,570 thousand)
for the years ended March 31, 2001, 2002 and 2003, respectively.

NTT and related entities

On March 31, 2000, NTT Communications Corporation
(*“NTTC") became an 18.60% sharcholder (currently 16.64%
as of March 31, 2003) as a result of the Company’s issuance of
62,900 shares of common stock. In connection with the equity
transaction, the Company purchased their ownership interest
(60.33%) in two satellites, the related telecommunications
equipment and the related equipment and furniture for
¥32,648,400 thousand. On July 1, 2002, the Company made
an additional ownership interest {19.34%) in these two satellites
for ¥3,570,000 thousand {$30,254 thousand).

The Company provides telecommunications business
services and telecommunications carrier services to NTT and
related entities. Revenues from these services were ¥9,085,777
thousand, ¥9,454,343 thousand and ¥10,300,073 thousand
{$87,289 thousand) for the years ended March 31, 2001, 2002
and 2003, respectively.

The Company sold, based on market price, available-for-sale
investment securities for ¥1,267,320 thousand and ¥845,496
thousand to NTTC on March 31, 2000 and on April 28, 2000,
respectively. Realized securities gains on these sales were

¥1,264,320 thousand and ¥842,496 thousand, respectively.

Other shareholders

The Company had short-term loans receivable from
subsidiaries of certain shareholders totaling ¥1,100,000
thousand as of March 31, 2002,

S0 PROPERTY AND EGQUIPMENY

Depreciation expense of property and equipment, including
assets recorded under capital leases which are described in
Note 14, for the years ended March 31, 2001, 2002 and 2003
was ¥15,103,776 thousand, ¥16,193,974 thousand and
¥16,387,903 thousand ($138,881 thousand), respectively.

Capitalized interest in connection with construction of
major facilities, mainly telecommunications satellites, for the
vears ended March 31, 2001 and 2002 was ¥129,974 thousand
and ¥85,706 thousand.
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Short-term borrowings at March 31, 2002 and 2003 consist of the following:

Thousands of
Thousands of Yen U.S. Dollars
2002 2043 248403
Interest rate® Interest rate®
Bank borrowings ¥3,350,000 0.401% ¥ 3,804,680 8.2853%% $23,73%

*The interest rates represent weighted-average rates of outstanding balances at March 31, 2002 and 2003. All short-term borrowings at March

31, 2002 and 2003 are denominated in Yen.

Long-term debt at March 31, 2002 and 2003 consists of the following:

Thousands of
Thousands of Yen U.S. Dollars
2002 2005 pLER
Long-term debt with collateral:
Government-owned bank, maturing serially through 2008—
annual interest rates of 2.10%~3.18% ¥16,984,360 ¥R ARD HIGKHES

Long-term debt without collateral:

Banks and insurance companies, maturing serially through 2008—

annual interest rates of 0.292%-5.20% (2002) and 0.27%~5.20% (2003) 29,442,394 IR BERLTH 333
Government-owned bank, maturing serially through 2008—

annual interese rate of 1.30% 2,093,200 LAGAGD
Non-trade accounts payable due through 2006——non-interest bearing 1,340,800 1,085,080
Unsecured bonds with detachable warrants, due 2006

redeemable before due date—annual interest rate of 1.90077% (2002) 4,500 - -
Capital lease obligations (See Note 14) 1,590,731 2,887 5.

Total 51,455,985

Less current maturities 12,287,196
Long-term debt, [ess current maturities ¥39,168,789

On April 3, 2002, the Company issued ¥20,000,000
thousand ($169,492 thousand) principal amount of zero coupon
convertible bonds due 2007. The bonds are convertible into shares
of common stock until March 16, 2007 with a conversion price
of ¥739,000 {$6,263), subject to adjustment in certain events.
The Company may redeem all the bonds at their principal
amount before due date In certain limited circumstances (See
Note 13).

Other investments, which were available-for-sale equity
securities, with a carrying value of ¥10,739,430 thousand ($91,012
thousand) were pledged as collateral for certain long-term debt
of the Company at March 31, 2003 (See Note 3).

On June 14, 2000, the Company issued floating interest rate
bonds with 39 detachable warrants related to stock options. Until

March 31,2003, &l bonds had been redeemed (See Notes 8 and 13).
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The Company entered into interest rate swap agreements
to manage interest rate exposures refated to certain debe
agreements. The floating interest rates for interest rate swap
agreements are generally based on the six-month LIBOR
(London Interbank Offered Rate) (See Note 16).

At March 31, 2003, the Companies had unused lines of
credit that totaled ¥6,789,000 thousand (857,534 thousand).
Under these programs, the Companies are authorized to obrain
short-term financing at prevailing interest rates.

Ceruin shore-term and long-term bank borrowings are
made under agreements which, as is customary in Japan,
provide that the bank may, under certain conditions, require
the borrower to provide collateral or guarantors with respect to
the borrowings, and that the bank may treat any collaceral,

whether furnished as security for short-term or long-term




borrowings or otherwise, as collateral for all indebtedness to
such banks.

Certain agreements require the borrower, upon the request
of the lender, to reduce outstanding loans before scheduled
maturity dates when the lender concludes that the borrower
is able to reduce such loans through increased earnings or

through the proceeds from the sale of common stock or bonds
and notes. During the years ended March 31, 2002 and 2003,
the Companies did not receive any requests of the kind
described above, and there is no expectation that any such

requests will be made.

Maturities of fong-term debt subsequent to March 31, 2003 are as follows:

Thousands of

Year ending March 31: Thousands of Yen U.S. Dollars
2004 (included in current liabilities) ¥ 8,198,732 $ 69,481
2005 12,041,964 102,051
2006 8,401,429 71,199
2007 9,091,291 77,045
2008 2,529,506 21,436
2009 and thereafter 401,555 3,402

Total ¥40,664,477 $344,614

& EMPLOYEES BENEPIT PLANS AND

The Companies have unfunded defined benefit severance
indemnity plans under which all of their employees, other than
directors and executive officers, are entitled, under most
circumstances, upon mandatory retirement at normal
retirement age or earlier termination of employment, to lump-
sum severance payment based on the level of compensation at
retirement or eatlier termination of employment, length of
service and other factors.

The Company also participates in a contributery multi-
emplover pension plan covering all of their employees. The

BIRECYORS SEVE

RANCE INDEMMNITIES

benefits for the multi-employer pension plan are based on a
standard remuneration schedule under the Welfare Pension
Insurance Law, the length of participation and other factors.
However, assets contributed by an employer are not segregated
in a separate account or restricted to provide benefits only to
employees of that employer, indluding the Company. Contributions
to the multi-employer plan, which are recognized as paid, were
¥33,228 thousand, ¥39,095 thousand and ¥64,313 thousand
(8545 thousand) for the years ended March 31, 2001, 2002 and
2003, respectively.

Net periodic pension cost of the unfunded plans for the years ended March 31, 2001, 2002 and 2003 consisted of the following components:

Thousands of

Thousands of Yen U.S. Dollars
2001 2002 23

Service cost—benefits earned during the period ¥57,978 ¥ 76,033 A
Interest cost on projected benefic obligation 12,438 13,968
Amortization of unrecognized obligation at transition 6,533 6,533
Amortization of unrecognized prior service cost - -
Amortization of unrecognized net actuarial loss 2,071 4,431

Net periodic pensjon cost ¥79,020 ¥100,965
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The changes in benefit obligation and composition of amounts recognized in the consolidated balance sheets are as follows:

Thousands of

Thousands of Yen U.S. Dollars
2002 283 643
Changes in benefit obligation:
Benefit obligation at December 31, 2000 and 2001 ¥524,911 35,658
Service cost 76,033 K42
Interest cost 13,968 131
Plan amendment -
Actuarial loss 34,576
Acquisition 135,220
Settlement -
Benefit obligation at December 31, 2001 and 2002 784,708 7
Direct benefit payments during the three-month periods ended
March 31, 2002 and 2003 (196)
Unrecognized net obligation at transition being recognized over 18 vears (84,918)
Unrecognized prior service cost ~
Unrecognized actuarial loss {162,398) {36
Net amount recognized ¥537,196 »
Amounts recognized in the consolidated balance sheets consist of:
Liability for severance payments ¥537,196
Other assets -
Accumulated other comprehensive loss (before income tax effect) -
Net amount recognized ¥537,196

Assumptions used for 2001, 2002 and 2003 in determining costs for

the plans shown above are as follows:

2001 2002

Weighted-average discount rate

Average rate of increase in future compensation levels

2.50% 2.10%
4.32% 2.81%-4.32%

The Companies also have directors” unfunded severance
indemnity plans. Benefits under the directors” plans are based
on the level of compensation at retirement, length of service
and other factors. Liabilities for severance payments under the
directors’ plans at March 31, 2002 and 2003, amounting to
¥235,443 thousand and ¥336,680 thousand ($2,853 thousand),

respectively, were stated on the vested benefit obligation basis,
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which was required to be paid if all directors and executive
officers terminated their appointments as of the balance
sheet date.

Charges to operations for the years ended March 31, 2001,
2002 and 2003 with respect to the directors’ plans were
¥93 590 thousand, ¥78,567 thousand and ¥129,738 thousand
($1,099 thousand), respectively.
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The changes in the number of shares of common stack issued during the years ended March 31, 2001, 2002 and 2003 are as follows:

Number of shares

2001 2002
Balance, beginning of year 338,154.5 383,154.5
Issuance of common stock 45,000.0 - ~
Balance, end of year 383,154.5 383,154.5 383, 1545

The Company and its domestic subsidiaries are subject to the dispose of such treasury stock by resolution of the Board of
Code to which certain amendments became effective from Directors after March 31, 2002. The repurchased amount of
October 1, 2001. treasury stock cannot exceed the amount available for future

Prior to October 1, 2001, the Code required at least 50% dividends plus amount of stated capital, additional paid-in
of the issue price of new shares, with a minimum of the par capital or legal reserve to be reduced in the case where such
value thereof, to be designated as stated capital as determined reduction was resolved at the general shareholders” meeting.
by resolution of the Board of Directors. Proceeds in excess of The Code permits companies to transfer a portion of
amounts designated as stated capital were credited to additional additional paid-in capital and legal reserve to stated capital by
paid-in capital. Effective October 1, 2001, the Code was resolution of the Board of Directors. The Code also permits
revised and common stock par values were eliminated resulting companies to transfer a portion of unappropriated retained
in all shares being recorded with no par value. carnings, available for dividends, to stated capital by resolution

Prior to October 1, 2001, the Code provided that an of the shareholders.
amount at least equal to 10% of the aggregate amount of cash Dividends are approved by the shareholders at a meeting
dividends and certain other cash payments which are made as held subsequent to the fiscal year to which the dividends are
an appropriation of retained earnings applicable to each fiscal applicable. Semiannual interim dividends may also be paid
period shall be appropriated and set aside as a legal reserve until upon resolution of the Board of Directors, subject to certain
such reserve equals 25% of stated capital. Effective October 1, limitations imposed by the Code. The amount of retained
2001, the revised Code allows for such appropriations to be earnings available for dividends under the Code is based on the
determined based on total additional paid-in capital and legal amount recorded in the Company’s general books of account
reserve. The amount of total additional paid-in capital and maintained in accordance with accounting principles generally
legal reserve which exceeds 25% of stated capital can be accepted in Japan. The adjustments included in the
transferred to retained earnings by resolution of the accompanying financial statements but not recorded in the
shareholders, which may be available for dividends. Under the books have no effect on the determination of retained earnings
Code, companies may issue new common shares to existing available for dividends under the Code. Retained earnings
shareholders without consideration as a stock split pursuant to available for dividends of the Company at March 31, 2002 and
resolution of the Board of Directors. Prior to October 1, 2001, 2003 were ¥6,897,538 thousand and ¥27,256,412 thousand
the amount calculated by dividing the total amount of ($230,987 thousand), respectively.
shareholders” equity by the number of outstanding shares after On March 31, 2000, the Company issued 62,900 shares of
the stock split could not be less than ¥50,000. The revised common stock at the issue price of ¥500,000 per share to
Code eliminated this restriction. NTTC (See Note 3).

Prior to October 1, 2001, the Code imposed certain On August 4, 2000, the Company's initial public offering
restrictions on the repurchase and use of treasury stock. Effective resulted in the sale of 45,000 newly issued shares of common
October 1, 2001, the Code eliminated these restrictions stock. Net proceeds of the common stock issued was
allowing companies to repurchase treasury stock by resolution ¥29,820,140 thousand.

of the shareholders at the general shareholders’ meeting and
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Accumulated other comprehensive income represents cumulative gains or losses on items that are not reflected in net income. Other
comprehensive income (loss) for the years ended March 31, 2001, 2002 and 2003, is as follows:

Thousands of Yen
Pre-tax Tax (expensc) Net-of-tax
amount or benefit amount
For the year ended March 31, 2001
Unrealized gains and losses on securities:
Unrealized holding gains and losses arising during the period ¥10,921,992 ¥ (4,587,2306) ¥ 6,334,756
Less reclassification adjustment for gains and losses included in net income (842,698) 353,933 (488,765)
Net unrealized gains and losses on securities 10,079,294 (4,233,303) 5,845,991
Other comprehensive income ¥10,079,294 ¥ (4,233,303) ¥ 5,845,991
Thousands of Yen
Pre-tax Tax (expense) Net-of-rax
amount or benefit amount
For the vear ended March 31, 2002
Unrealized gains and losses on securities:
Unrealized holding gains and losses arising during the period ¥(2,580,190) ¥ 1,083,680 ¥(1,496,510)
Less reclassification adjustment for gains and losses included in net income 31,797 (13,355) 18,442
Net unrealized gains and losses on securities (2,548,393) 1,070,325 (1,478,068)
Foreign currency translaton adjustments 183,610 - 183,610
Other comprehensive loss ¥(2,364,783) ¥ 1,070,325 ¥(1,294,458)

Thousands of Yen

Pre-rax
amount

Tax (expense)
or benefit

Net-of-tax
amount

For the year ended March 31, 2003
Unrealized gains and losses on securities:
Unrealized holding gains and losses arising during the period
Less reclassification adjustment for gains and losses included in net income

Net unrealized gains and losses on securities
Foreign currency translation adjustments
Minimum pension liability adjustment

Other comprehensive loss

Thousands of U.S. Dollars

Pre-tax
amount

Tax (expense)
or benefit

Net-of-tax
amount

For the vear ended March 31, 2003
Unrealized gains and losses on securities:
Unrealized holding gains and losses arising during the period

Less reclassification adjustment for gains and losses included in net income

L

RO K RIS EY]

Net unrealized gains and losses on securities
Foreign currency translation adjustments

Minimum pension liability adjustment

Other comprehensive loss

o
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The Company has a stock-based compensation plan as an
incentive plan for directors and selected employees. The plan
uses unsecured bonds with detachable warrants which are
described in Note 5.

Upon issuance of the bonds with detachable warrants, the
Company has purchased all of the detachable warrants and
distributed them to the directors and the selected employees of
the Company.

By exercising a warrant, the directors and the selected
employees can purchase the common stock of the Company,
the number of shares of which is calculated as ¥4,500 thousand
($38 thousand) divided by the exercise price. The warrants
become exercisable 2 years after the date of grant for the
directors and the selected employees based on agreements with
the Company regardless of the exercisable term of the
underlying warrants and expire 5 years from the date of grant.

A summary of the plan activity for the years ended March 31, 2002 and 2003 is as follows:

2002

Weighted-average

Weighted-average

exercise price exercise price

Number of Shares Yen Number of Shares Yen U.S. Dollars
Outstanding, beginning of year 237 ¥740,017 237 PTAGGIT $6,271%
Granted - -
Exercised - - -
Forfeited - - 18
Outstanding, end of year 237 740,017 £33

Exercisable, end of year -

A summary of warrants outstanding and exercisable at March 31, 2003 is as follows:

YCn
Exercise price range ¥739,950
Outstanding:
Number of shares 219
Weighted-average remaining life (vears) 2.21
Weighted-average exercise price:
Yen ¥739,950
U.S. Dollars $ 6,271
Exercisable:
Number of shares 219
Weighted-average excrcise price:
Yen ¥739,950
U.S. Dollars $ 6,271

As the exercise price was determined based on the fair value

per share of the Company near the date of grant, compensation
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expense for the plan was not material for the vears ended

March 31, 2002 and 2003.




In accordance with SFAS No. 123, the Companies have the grant date under the methodology prescribed by SFAS

elected to account for stock-based compensation under the No. 123, the Companies’ pro forma net income and EPS for
provisions of APB No. 25. Had compensation for the the years ended March 31, 2002 and 2003 would have been
Companies’ plan been recognized based on the fair value at impacted as follows:

Thousands of

Thousands of Yen
2002 PEHIR
Net income:
As reported ¥5,608,831 ¥, 383,332
Deduct:
Total stock-based emplovee compensation expense determined under fair value
based method for all awards, net of related tax effects (35,307) - -
Pro forma 5,573,524 6,182,332 52,593
Yen U.S. Dollars
2002 20803 23
Basic EPS:
As reported ¥14,638.58 ¥316,248.95 S137.7¢0
Pro forma 14,546.43 P ARDS LY
Diluted EPS:
As reported 14,638.58 13R.61
Pro forma 14,546.43 $ERGE

8 SEGAMENT INFOBMATTON

As indicated in Note 1, the Companies operate in a single operating segment which is to provide satellite telecommunications and

broadcasting services to customers.
Revenues from external customers for each service for the years ended March 31, 2001, 2002 and 2003 are as follows:

Thousands.of

Thousands of Yen U.S. Dollars
2001 2002 2405 2043
Revenues from:
Telecommunications business services ¥11,777,489 ¥12,976,426
Sarellite broadcasting services i
(primarily related to SKY PerfecTV!) 16,899,757 17,999,918
Telecommunications carrier services (NTT and related entities) 8,922,714 8,732,277
Other 560,473 1,074,196
Total revenues ¥38,160,433 ¥40,782,817
The Companies’ revenues from external customers are ended March 31, 2001, 2002 and 2003, were ¥9,085,777
mainly derived from customers in Japan and their long-lived thousand, ¥9,454,343 thousand and ¥10,300,073 thousand
assets are located mainly in }apan. ($87,289 thousand), respectively. Revenues from such
Revenues from NTT and related entities, which accounted customers are included in Telecommunications business
for 10% or more of the Companies’ revenues for the years services and Telecommunications carrier services.
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10, RESEARCH AXD DYVELOPMENT EXPEN ADVE

Research and development expenses: Advertising costs:

Research and development expenses, which are charged to income Advertising costs are expensed as incurred. Advertising costs

as incurred, were ¥269,336 thousand, ¥188,409 thousand and included in sales and marketing were ¥233,486 thousand,
¥211,641 thousand ($1,794 thousand) for the years ended March ¥181,226 thousand and ¥318,291 thousand ($2,697 thousand)
31, 2001, 2002 and 2003, respectively. for the years ended March 31, 2001, 2002 and 2003, respectively.

1 OTHER INCOME (EXPINSESR

Other—net as shown in other income (expenses) for the years ended March 31, 2001, 2002 and 2003 consists of the following:

Thousands of
Thousands of Yen U.S. Dollars
2001 2002 ALH)L
Canccllation fee income related to business service agreements ¥ 20,741 ¥157,012
Office relocation cost - (232,906)
Interest and dividend income 120,495 98,861
Gain (loss) on sales of investments —net 842,496 (35,549)
Loss on write-downs of investments (1,278) (294,5659)
Foreign currency transaction gain 253,700 557,768
Other—net (34,694) 50,070
¥1,201,460 ¥300,691

12 INCOME TAXES
Income taxes in Japan applicable to the Company and its the statutory rate was reduced from 42% to 40% effective April
domestic subsidiaries, imposed _by the national, prefecture and 1, 2004. The respective newly enacted rates were used in
municipal governments, in the aggregate resulted in a normal calculating the future expected tax effect of temporary differences
effective statutory tax rate of approximately 42%. A foreign as of March 31, 2003. The effect of the change in tax rate
subsidiary is subject to income taxes of the country in which ic increased income tax expenses for the year ended March 31, 2003.

operates. Due to the changes in Japanese income tax regula[ions,

A reconciliation between taxes calculated at the normal statutory rate in Japan and the Companies’ provision for income taxes in the
accompanying consolidated statements of income for the years ended March 31, 2001, 2002 and 2003 is as follows:

Thousands of
Thousands of Yen U.S. Dollars
2001 2002 2GR EONR

Taxes calculated at the normal rate in Japan :
applied to pretax income ¥4,072,107 ¥4,197.612

Increases {decreases) in taxes resulting from:

Expenses not deductible for tax purposes
and income not taxable—net 94,569 78,561

Effect of enacted changes in tax laws and rates -

~raiy

Tax effects on equity in losses (earnings) of affiliated companies 373,410 91,122

Increase in valuation allowance - 2,452
Other—net 30,297 (7,801)
Totul provision for income taxes ¥4,570,383 ¥4,361,946
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Total income taxes recognized for the years ended March 31, 2001, 2002 and 2003 are allocated as follows:

Thousands of
Thousands of Yen U.S. Dollars
2001 2002 2803 it
Provision for income taxes ¥4,570,383 ¥4,361,946 ¥4.899, 288 €43,88%
Sharcholders’ equity—accumulated other )
comprehensive income (See Note 7) 4,233,303 (1,070,325) {3,805,238} {33,008
Total income taxes ¥8,803,686 ¥3,291,621 o33 5 B509

The tax effects of significant temporary differences which result in deferred tax assets and liabilities ac March 31, 2002 and 2003 are

as follows:
Thousands of
Thousands of Yen U.S. Dollars
2002 2083 2043
Deferred tax assets:
Other investments ¥ 84,987 ¥ o137 % 5,128
Investments in affiliated companies 830,130 $43,283% 6,782
Long-lived assets 1,000,716 712,184 5,038
Doubtful receivables 310,679 3 2 1,329
Liability for severance payments 282,895 32 3,378
Accrued enterprise tax 161,889 274,276 2,324
Accrued bonus 100,674 £433.931 K86
Other 272,689 JU8,98¢ 2,534
Total deferred tax assets 3,044,659 ERERTS | 24, 3%}
Deferred tax liabilities: :
Property—interest capitalization 285,544
Marketable equity securities and debt securities 4,390,610
Other 26,047 36,844
Total deferred tax liabilities 4,702,201 315, 866
Valuation allowance 854,383 J06.4G

Net deferred tax assets (liabilities)

417 G048
FEHITT G

¥(2,511,925)

In assessing the realizability of deferred tax assets,
management considers whether it is more likely than not that
some portion or all of the deferred tax assets will not be realized.

The ultimate realization of deferred tax assets is dependent
upon the generation of future taxable income during the periods
in which those temporary differences become deductible.
Management considered the scheduled reversal of deferred tax
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liabilities, projected future taxable income and tax planning
strategies in making this assessment.

Although realization is not assured, based upon the level of
historical taxable income and projections for future taxable
income over the periods which the deferred tax assets are
deductible, management believes it is more likely than not that all
of the deferred tax assets, less valuation allowance will be realized.




Reconciliation of the differences between basic and diluted EPS for the years ended March 31, 2001, 2002 and 2003 is as follows:

Thousands of Yen Number of Shares Yen
Weighred-
Net income average shares EPS
For the year ended Marck 31, 2001:
Basic EPS:
Net income available to common shareholders ¥5,125,109 367,744 ¥13,936.64
Effect of dilutive securities:
Warrants — 35 -
Diluted EPS:
Net income for computation ¥5,125,109 367,779 ¥13,935.31
For the year ended March 31, 2002:
Basic EPS:
Net income available to common shareholders ¥5,608,831 383,154 ¥14,638.58
Effect of dilutive securities:
Warrants - - -
Diluted EPS:
Net income for computation ¥5,608,831 383,154 ¥14,638.58
Thousands of Yen Number of Shares Yen U.S. Dollars
Weighted-
Net income average shares EPS EPS
For the vear ended March 31, 2003:
Basic EPS:
Net income available to common shareholders ERRRY ¥ig, 248,88

Effect of dilutive securities:

Convertible bonds

Diluted EPS:

Net income for computation

RIRLECH

Lessee

The Companies have capizal lease obligations principally for telecommunications equipment.
An analysis of the leased assets under capital leases as of March 31, 2002 and 2003 is as follows:

Thousands of
Thousands of Yen U.S. Dollars
2002 B th] s
Telecommunications equipment ¥2.995,962
Other 168,741
Less accumulated depreciation {1,667,138)
Net book value ¥1,497,565
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Future minimum lease payments at March 31, 2003 and thereafter are as follows:

Thousands of
Year ending March 31: Thousands of Yen U.S. Dollars
2004
2005
20006
2007
2008
2009 and thereafter
Total

Less amount representing interest

Present value of net minimum lease payments (See Note 5)
Less current maturities

Long-term capital lease obligations

Rental expenses under operating leases for the years ended ¥384,897 thousand and ¥528,647 thousand ($4,480 thousand),
March 31, 2001, 2002 and 2003 were ¥3G4,235 thousand, respectively.

The minimum rental payments under operating leases that have initial or remaining noncancelable lease terms in excess of one year at
March 31, 2003 are as follows:

Thousands of

Year ending March 31: Thousands of Yen U.S. Dollars
2004 i ¥ 488503 & 4,148
2005 472,426 4,814
2006 ' 3930
2007 2,084
2008
2009 and thereafter -

Total §¥i 3 H15,648
Lessor . Revenues from operating leases included in revenues were
The Companies lease satellite transponders under full-time dedicated ¥16,833,035 thousand, ¥15,235,382 thousand, and ¥15,223,527
telecommunications business services and telecommunications carrier thousand ($129,013 thousand) for the years ended March 31,
services and these leases are classified as cancelable operating 2001, 2002 and 2003, respectively.

leases under SFAS No. 13, “Accounting for Leases.”

The following schedule provides an analysis of the Companies’ investments in property on operating leases as of March 31, 2002 and 2003:

Thousands of
Thousands of Yen Mrj_
2002 REEEN AR
Telecommunications satellites on operating leases ¥62,828,162 :
Less accumulated depreciation (33,625,142)
Net book value ¥29,203,020
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15, COMMITMENTS AND CONTINGENT LIABILITIES

Commitments:
The commitments outstanding by the Companies at March 31,
2003 are for a launch contract for future replacement satellites, a

joint procurement of a satellite for Horizons Satellite LLC and a

procurement of uplink systems for JC-HITS services of
¥901,500 thousand ($7,640 thousand), ¥1,942,378 thousand
($16,461 thousand) and ¥4,665,500 thousand ($39,538

thousand), respectively.

16, FINANCIAL INSTRUMENTS

1. DERIVATIVE FINANCIAL INSTRUMENTS

The Companies are exposed to a variety of marker risks
including the effects of changes in foreign exchange rates and
interest rates. These exposures are managed, in part, with the use
of derivative instruments.

Fair value hedges

For derivative instruments designated as hedges of the exposure
to changes in the fair value of a recognized asset or liability or a
firm commitment, the gain or loss is recognized in income in the
period of change together with the offsetting loss or gain on the
hedged item attributable to the risk being hedged.

The Companies’ purchases of telecommunications satellites
from overseas companies generate foreign currency exposures
related to buying in currencies other than the functional
currency. The Companies have entered into foreign exchange
forward contracts and currency swap agreements to hedge market
risks from the changes in foreign exchange rates associated with
firm commitments for a launch contract of telecommunications
satellites denominated in foreign currencies.

The Companies enter into these transactions in accordance
with internal policies which regulate the authorization and assess
foreign exchange rate risk by continually monitoring changes in
its exposures.

Undesignated derivative instruments

For derivative instruments not designated as hedging instruments
under SFAS No. 133, the gain and loss is recognized currently in
income.

These derivative instruments include foreign exchange
forward contracts, foreign currency option contracts, interest rate
swap agreements and interest rate cap agreements. The intent of
these derivative instruments is to economically hedge foreign
currency exposures, created by commitments for a launch
contract of telecommunications satellites and investments in
securities denominated in foreign currencies, and interest rate
exposures associated with long-term debe.

2. CONCENTRATION OF CREDIT RISK _
A certain concentration of the Companies’ business services is
found in multi-channel digital broadcasting services through
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SKY Perfect. However, due to the {arge number and diversity of
the Companies’ customer base, concentration of credit risk with
respect to trade accounts receivable is limited. The Companies
perform ongoing credit evaluation of their customers’ financial
condition.

All of the Companies’ telecommunications carrier services
are provided to NTT and related entities and to this extent there
is a concentration of credit risk with respect to trade accounts
receivable in this area. The Companies believe, however, that
they are not exposed to significant credit risk in this business in
light of the high credit ratings of NTT and related entities.

The Companies ate also exposed to the risk of credit-refated
losses in the event of nonperformance by counterparties to
derivative financial instruments. The Companies transact with
selected international financial institutions to minimize the
credit risk exposures. Credit risk is managed through the credit
line that is approved by management.

3. DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL
INSTRUMENTS
The following methods and assumptions were used to estimate
the fair value of each category of financial instruments for which
it is practicable to estimate that value. However, considerable
judgment is required in interpreting market data to develop the
estimates of fair value. Accordingly, the estimates presented
herein are not necessarily indicative of the amounts that could be
realized in a current market exchange. The effect of using
different market assumptions and/or estimation methodologies
may be material to the estimated fair value amounts.

Cash and cash equivalents, time deposits, accounts receivable,
trade accounts payable and shori-term borrowings

The carrying amounts approximate fair values because of the
short maturity of these instruments.

Short-term investments and other investments

The fair values of marketable securities included in short-term
investments and other investments are based on quoted market
prices. The fair value information for each category of securities
is set forth in Note 2. Tt is not practicable to estimate fair values
of the investments in non-traded and unaffiliated companies.




Non-current accounts receivable (included in other assets)
The fair values were estimated by discounted future cash flows

using currently available market rates.

Long-term debt

The fair values were estimated by discounted future cash flows

using currently available market rates.

Convertible bonds

The fair values were estimated based on quoted market prices.

Foreign exchange forward contracts, foreign currency option
contracts and currency swap agreements
The fair values of these instruments were estimated based on

values quoted by brokers.

Interest rate swap agreements and interest rate cap

agreememts

The fair values of these instruments were estimated based on

values quoted by brokers.

Thousands of Yen
2002
Notional amount Carrying amount Estimated fair
value
Financial assets:
Cash and cash equivalents ¥ 865,863 ¥ 865,863
Time deposits 4,500 4,500
Accounts receivable 4,261,432 4,261,432
Non-current accounts receivable 404,085 379,271

Financial liabilities:
Short-term borrowings

¥ (3,350,000)

¥ (3,350,000)

Trade accounts payable (730,868) (730,868)
Long-term debt (49,865,254) (50,908,043)
Derivatives:
Foreign exchange forward contracts ¥ 824,100 ¥ 98,585 ¥ 98,585
Foreign currency option contracts 5,502,938 189,699 189,699
Currency swap agreements 3,083,813 318,550 318,550
Interest rate swaps 7,500,000 12,799 12,799
Interest rate caps 1,100,000 0 0
Thousands of Yen
863

Notional amount

Carrying amount

Estimated fair

value

Financial assets:
Cash and cash equivalents
Time deposits
Accounts receivable

Non-current accounts receivable

¥ OLane Ty
2,060,800
&.848 287

268,308

Q648,287

S

Financial liabilities:
Short-term borrowings
Trade accounts payable
Long-term debt
Convertible bonds

{30,008,50i)

¥ (2,800,000
(812,357
(4,383,790

{£0,776,004;

Derivatives:
Foreign exchange forward contracts

Interest rate swaps
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Thousands of U.S. Dollars

2843

Estimated fair
value

Notional amount Carrying amount

Financial assets:
Cash and cash equivalents
Time deposits
Accounts receivable
Non-current accounts receivable

Financial liabilities:
Short-term borrowings
Trade accounts payable
Long-term debt
Convertible bonds

& {23,739

5,884

341,941}

{167 5393}

Derivatives:
Foreign exchange forward contracts $ F2.3x2 % ® 743
Interest rate swaps 8,475 {62

7. BUBSEQUENT EVENTS

On April 22, 2003, a stock-based compensation plan was
approved by the Company’s Board of Directors, which provides
option to purchase up to 1,000 shares of the Company’s
common stock by directors and selected employees of the
Company. The exercise price is equal to the higher of either

1.05 times the average closing market price of the Company's
common stock traded on the Tokyo Stock Exchange of the
month preceding the date of grant, or the closing market price of
that on the date of grant. The exercise period of this stock-based
compensation plan is from July 1, 2005 to June 30, 2008.
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On Apiil 30, 2003, the Company entered into a
Procurement Agreement for JCSAT-9 satellite. In connection
with the agreement, commitments for future payments
amounted to ¥15,421,660 thousand ($130,692 thousand).

On May 15, 2003, a resolution was made by the Company’s
Board of Directors for the payment of a cash dividend to
shareholders of record on March 31, 2003 of ¥3,500 ($30) per
share or a total of ¥1,324,418 thousand ($11,224 thousand),
subject to sharcholders” approval at the general shareholders’
meeting to be held on June 26, 2003 (See Note 7).



independent &uditors’ Report

Tohmatsu & Co.

MS Shibaura Building,

13-23, Shibaura 4-chome,
Minato-ku, Tokyo 108-8530, Japan

Tel: +81-3-3457-7321
Fax: +81-3-3457-1694

www.tohmatsu.co.jp

Deloitte
Touche
Tohmatsu

To the Board of Directors and Shareholders of
JSAT Corporation:

We have audited the accompanying consolidated balance sheets of JSAT Corporation and subsidiaries as of March 31, 2002 and 2003,
and the relared consolidared statements of income, comprehensive income, shareholders’” equity, and cash flows for each of the three
years in the period ended March 31, 2003 (all expressed in Japanese yen). These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in che United States of America. Those standards
require that we plan and perform the audir to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audic includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audir also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial staternent presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of JSAT Corporartion
and subsidiaries as of March 31, 2002 and 2003, and the results of their operations and their cash flows for each of the three years in
the period ended March 31, 2003, in conformity with accounting principles generally accepted in the United States of America.

Our audits also comprehended the translation of Japanese yen amounts into United States dollar amounts and, in our opinijon, such

translacion has been made in conformity with the basis stated in Note 1. Such United States dollar amounts are presented solely for the
convenience of readers outside Japan.

May 30, 2003
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Satellite Fleet

This sarellite is the sutces-
so7 10 JCSAT-2 and was
lavnched in March 2002.
Ti las additional C-band
trnsponders which pro-
vide a broad network for
global customers, covering
Hezwaii, Asiz and Oceania.
Itz Ku-band transponders
atz employed mainly for
communications carriers,
cerporate and public-sector
- peiworks and pulsecode
modulation (PCM) audio
. breadeasts.

Broad Ku-band coverage
makes this saellire suirable
for domestic as well as
international telecommu-
nications services,

“These satellites are used
for telecommunications
carrier services offered by
 the NTT Group and tor
corpotate invmnes.

This sarellite's Ku-band
transponders are used
along with those of
JCSAT-4A primarily for
the digital multichannel
satellite broadcasts of SKY
PerfecTV!and corporate
internal nerworks. fes
C-band transponders,
covering the area from
Pakisman to Hawaii, are
mainly used for interna-
tional telecommunications
within the Asiz-Padific
region.

This satellite is reserved
entirely as 3 backup unit
for other JCSAT satellites.

B JCSAT-R may na be sh to
replrce ol of & faiked ouedlice’s
u;udiy amd expuo rplaee
Crasspomier capecity on ceruin
saredlites in the JSAT floct.

Togesher with JCSAT-3,
this satellire bandles SKY
PerfecTV! broudeasis as
well as corporate internal

. neworks and satellite
intraner services.

This satellite is located in
the samc orbital slot as
Japanese BS sarcllites and
used for the new DTH ser-
vice of SKY PerfecTV! 2.

This sacellite will be
fzunched in the second
quarter of fiscal 2003 and
its Ku-band wansponders
will cover North America
and Havaii. Together with
the C-bend rransponders
of JCSAT-2A, it will create
3 seamless nerwork from
the U.S. East Coast to Asia
and Qceaniz and will be
used for conrent distribu-
tion networks.
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{orporate Data
(As of March 31, 2003}

Company mame:
JSAT Corporation

Established:
February 1985
Capital:
¥53,769,570,000

Number of employees:
206 (262 on a consolidated basis)

JSAT Corporation:

Headguarrers:

Pacific Century Place Marunouchi 18F

i-11-1 Marunouchi, Chiyoda-ku, Tokyo 100-6218, Japan
Tel: +81-3-5219-7778

Fax: +81-3-5219-7878

Yokohama Satellite Control Center (main control center):
229-1, Miho-cho, Midori-ku, Yokohama, Kanagawa
226-0015, Japan

Tel: +81-45-922-7111

Fax: +81-45-922-7005

Gunma Satellite Control Station (backup control station):
2590-1, Aza-Momoizumi, Qaza-Arai, Shinto-mora,
Kita-Gunma-gun, Gunma 370-3503, Japan

Osaka Branch Office:

Sumitemo Bldg. Ne. 2 6F

4-7-28, Kitahama, Chuo-ku, Osaka 541-0041, Japan
Tel: +81-6-6223-0513

Fax: +81-6-6221-4558

Hong Kong Representative Office:

/o NTT Com Asia Limited, 15E, Tower 2, Ever Gain Plaza,

88 Container Porr Road, Kwai Chung, New Temitories, Hong Kong
Tel: +852-2110-3812

Fax: +852-2110-0440

JSAT International Inc.:

5230 Pacific Concourse Drive 2F, Los Angeles, CA 90045, USA
Tel: +1-310-643-4484

Fax: +1-310-643-4485

Japan CableCast Inc.:

Yaesu Mitsui Bldg. 9F,

2-7-2 Yaesn, Chuo-ku, Tokyo 104-0028, Jupan
Tel: +81-3-5299-2500

Fax: +81-3-5299-2510

Satellite Network, Inc.:

6F, Toranomor Daiichi Bldg,,

2-3, Toranomon 1-chome, Minato-ku, Tokyo 105-0001, Japan
Tel: +81-3-3597-6031

Fax: +81-3-3597-6030

Infermation
If you have any guestions, please contact:

JSAT Corporation

Corporate Communications & Investor Relations Division
Pacific Century Place Marunouchi 18F,

1-11-1 Marunouchi, Chiyoda-ku, Tokyo 100-6218, Japan
Tel: +81-3-5219-7778

Fax: +81-3-5219-7878

URL: hup://www.jsat.net/

E-mail: investors@ijsut.net

Corporate History

] ]apanhé;};munications Satellite, Inc. (JCSAT), established

& Satellite Japan Corporation (SAJAC) established

& JCSAT-1 satellite launched

& JCSAT-2 satellite launched

8 Name changed to Japan Satellite Systems Inc. (JSAT) upon the merger of JCSAT and SAJAC

# JCSAT-3 satellite launched

& JCSAT-R satellite faunched

& JCSAT-1B satellite launched

& JCSAT-4A satellite launched

# Majority interest in N-STARa and N-STARb satellites acquired from NTT Communications

& Name changed o JSAT Corporation

& Shares listed on the First Section of the Tokyo Stock Exchange

& JCSAT-110 sarellite launched

Jul. 2001 & Sacellite Network, Inc. (SNET). became a subsidiary

Jul. 2001 & JSAT International Inc. (JI1) established

Mar. 2002 & JCSAT-2A satellite launched

Jul. 2002 ® Additional interest in N-STARa and N-STARb satellites AcqmredfromNTT East and NTT West
Oct. 2002 & Jupan CableCast Inc. eswblished ‘
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Stock information

(As of March 31, 2003)

Sharas

Authorized number of shares 450,000
Number of shares issued 383,154.5
Total number of shareholders 23,700

for Major Shaveholdes

Percentage of

Nuniber of shares voting righes
Mizuhe Trust & Banking Co., Ltd.

(Pension trust account for ITOCHU Corporation) 65.593 17.35%
NTT Communications Corporation 62.900 16.64%
Mitsui Asser Trust and Banking Company, Lid.

(Trust account for Mitsui & Co., Lid.) 41,113 10.87%
Japan Trustee Services Bank, Ltd.

(Pension trust account for Sumitome Corporation) 33.696 8.91%
UF]J Trust Bank Led. (Trust account A) 27,291 7.22%
Nippon Television Network Corporation 22,501 5.95%
Sumiromo Corporation 18,111 4.79%
The Master Trust Bank of Japan, Ltd. {Trust account) 7.057 1.86%
Japan Trustee Services Bank, Ltd. (Trust account) 4,512 1.19%
Nippon Telegraph and Telephone West Corporation 3.912 1.03%

Notes: (1) JSAT docs not hold shares in any of che above companies.
(2) The above excludes 4.749.5 creasury shares held by JSAT.

(3) The percentage of voting shares held represencs percentage figures relative to the cocal number of voting shares of 377,980 shares.
This figure is determined by subtracting 4.749.5 JSAT-held creasury shares, 3 add-lot shares and 422 shares registered under che
Japan Securidies Depository Cenrer. Inc. JASDEC), from che total number of shares issued of 383,154.5 shares.
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Percentage of shares

Fiscal year-end:

March 31

Annual general meeting of shareholders:

June

Payment of dividends (dividend record date}: March 31 (September 30 when interim dividends are paid)

Publication for official announcements:

Nibon Keizai Shimbun

Transfer agent and handling office:

Chuo Mitsui Truse & Banking Co.., Lid.

33-1. Shiba 3-chome, Minato-ku. Tokyo

56




(@)

This annual report wus printed in Japan on Kenaf paper { H00% nomree paper).




